University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

1-30-1990

Brazil: Notes On President-elect Collor's
Economic Program
John Neagle

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Neagle, John. "Brazil: Notes On President-elect Collor's Economic Program." (1990). https://digitalrepository.unm.edu/notisur/
4261

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 071354
ISSN: 1060-4189

Brazil: Notes On President-elect Collor's Economic Program
by John Neagle
Category/Department: General
Published: Tuesday, January 30, 1990
[President-elect Fernando Collor de Mello is scheduled to take office on March 15. Summarized
below are highlights of reports appearing in Brazilian newspapers on the new government's
economic plans.] Jan. 2: According to Francisco Vilella Santos, one of the authors of the new
government's agricultural policy program, Collor wants to accelerate the liberalization of
agricultural markets by reducing government intervention. Vilella said that ultimately, the
government's role in agricultural markets will be limited to establishing certain safeguards to
prevent serious domestic supply shortages. He did not elaborate on the nature of such safeguards.
Jan. 3: According to a report appearing in the Jornal do Brasil, the new administration plans to
distribute coupons for the receipt of basic foodstuffs to Brazil's most impoverished citizens to
compensate for the effects of a planned recession. The food coupon idea was taken from antiinflation programs adopted by the governments of Bolivia and Argentina. Jan. 5: Collor's economic
team is reportedly considering demanding a 50% reduction in debt service due in 1990 as a
condition for resuming service payments to foreign commercial banks. Brazil's total foreign debt is
put at $110 billion. Jan. 6: According to Collor's designated economic team, headed by Zelia Cardoso
de Mello, the upcoming recession engineered to throttle inflation will be a mild one. The new
government's plans include public spending cutbacks, and eliminating monthly automatic inflation
compensation increases for wages, prices and interest rates. Jan. 7: In statements to reporters in
Sao Paulo, Luis Eduardo de Assis, economic adviser to Collor, said that the new government will
continue as high interest rate policy, but rates must decline from current real levels. Interest rates
will be reduced for extremely short-term applications as a means of providing incentive for the
extension of public treasury bonds. De Assis said that changes in price and wage policies will be left
for a second phase, following fiscal adjustments and administrative reforms. Jan. 9: The Folha de
Sao Paulo quoted de Assis as saying that Collor plans to do away with the current standard mode
of negotiating commercial foreign debt restructuring, i.e., Brazilian officials on the one side, and all
private creditor banks on the other via an "advisory committee" in New York. Collor continues to
promote his objective of a 50% reduction in foreign debt service this year (to $5 billion), and separate
negotiations of the foreign debt of each state-run company, municipality or state government.
The Collor administration's economic plans require major contributions from private businesses,
on the order of $17.6 billion. These contributions are to implemented via collection of the valueadded tax (Imposto sobre Produtos Industrializados-IPI), fiscal incentive and subsidy cutbacks,
and reduced tax evasion. The government's contribution to the plan would be approximately $15
billion in savings via reduced spending. The National Assembly must approve the administration's
plans to eliminate ministries, and to privatize major state-owned companies. President Jose Sarney
attempted similar "reforms," and failed to obtain congressional approval. According to a report by O
Globo, Collor's economic team is evaluating a proposal to make the Central Bank independent from
the national government. Under such an arrangement, the Bank could refuse to issue new currency
as a means to finance government budget deficits. Daniel Dantas, a member of Collor's economic
team headed by Castro de Mello, has submitted a proposal to expand Brazil's education system
via private sector incentives. The proposal states that the government would redirect its financial
resources to facilitate the growth of an informal education system, thereby terminating the so- called
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diploma mills found in formal schools. Under this system, the government's education bureaucracy
would not be called on to review, authorize or sanction private sector school curriculums, but only
to oversee the implementation and grading of standardized exams. Jan. 11: The new government's
plans for education include "regionalization" of elementary level instruction, according to Collor
adviser Jose Luitgard, who spoke with reporters in Brasilia. He added that any attempt to improve
the quality of education in Brazil must contemplate corresponding improvements in teacher salaries.
According to Luitgard, the regionalization of curriculums would be a means to bring classroom
instruction closer to "local realities." Another priority would be flexible school calendars as a means
to reduce the dropout rate and the repetition of grades. The new flexible school calendar, he said,
would be introduced in agricultural regions, such as in northeastern states. Luitgard said that
the new government's plans for education also include introducing meals and snacks in all preschool and kindergarten schedules. Jan. 12: National Renovation Party (PRN) leader, deputy Renan
Calheiros (Alagoas state) admitted during a visit in Teresina (Piaui) that Collor's economic team
has decided to consider a price freeze as an immediate short-term measure to bring inflation down.
He reiterated that the new government will maintain the current wage policy during the first phase
of its economic program. Jan. 14: The goal of the Collor plan's first phase is reduction of monthly
inflation to 5% within three months. Inspired by austerity/anti-inflation programs implemented in
Mexico and Israel, the plan will include establishing a social pact with private sector owners and
labor unions. Rather than price and wage freezes, or removing all price controls, the government
will negotiate price and wage adjustments with representatives of business owners and wage and
salary workers. This version of Collor's plan provides the cabinet with the option of establishing
wage ceilings and floors prior to negotiations between employers and employees. In order to reduce
the $14 billion fiscal deficit (equivalent to 4% of GDP), also plans to increase tax rates, raise fees on
all public services, and increase prices for goods and services produced by state-run companies.
Jan. 14: In statements to reporters in Sao Paulo, a spokesperson for Cardoso de Mello said the new
government's economic plan will preserve wage levels for low-income groups and reduce public
spending. Other immediate concerns include a broad-based privatization policy and evaluation of
the cases of public employees who hold two or more jobs. According to the spokesperson, Cardoso
de Mello has denied reports of plans for a price freeze and bank holiday. Economists currently
involved in drawing up Collor's economic program are Ibrahim Eris, Eduardo Modiano, Antonio
Kandir, Luis Eduardo de Assis, and Jose Francisco de Lima. (Basic data from Folha de Sao Paulo,
01/02/90, 01/06/90, 01/09/90, 01/10/90, 01/13/90; Jornal do Comercio, 01/12/90; Jornal do Brasil,
01/03/90, 01/14/90, 01/15/90; O Estado de Sao Paulo, 01/05/90; Correio Braziliense, 01/08/90; O Globo,
01/09/90)
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